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Desr Applicant:

Your spplication for recogritifon of exasption from Federal incore tax as
an organfrotion described in section 501(c)(3) of the Iunternal Revenue
Code has bean connidered. .

The informatien subritted discloses that you wers incorporated under the
laws of the State of I o~ .

Your purposes aret

"+essexclusively for charitable and educational purposes, including,
for such purposes the making of distri{butions to organizations that
qualify as exempt orgepizaticns under section 501(c)(3) of the
Internal Reveue Code of 1953400 ”™

Your «ctivities are to provide counseling to Lndividuals wirh personal
prodblems. You also meke available a facility for conferomces, board
meetings of orgnizations and for visiting winiastere, evangelists or
speskers at local churches.

Your support is from contrilutions.

Your organication iz rot open te mesbership and 1s controlled &nd operated
by its officers and the Board of Directors conaisiing of three persons.

on I, ¢ organizstion enteted into s lease agreement with
ite tncorpcrators and off{ceve, I . The rental terms of the
contract are for Y per rontb, or SE pcr Yeor and sust be paid
in full for the current year bty Uecember llst. To aupport this rentsl .
contract the orgonizevion provided an independent apprmeal for the
contract ARouGt.

The orgnaization established the criteris of the faciuty ham.d on
privacy. Your selection uas based on the fact that 1t permitted
urobserved movement by clients aud for sp atmosphare of privacye.
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The reconstructed records of the facility usage stiowe that during the
first corporate year it was utilized HlX of the time.

The organtzation used [llZ of fts income tn the first corporate year for
rent, yard maintenance sud rvapeirs fur the facility 1t rented.

Section 501({c) of tha Code describes cortain organizations oxenpt from

Federal

income tax under soction 501(a). and reade, in part, &s followe:

.

"(3) Corporations, *** fund, or foundation, organized and

Section

oporated exclusively for religicus, charitable, scluntific,
héh Jiterary, or oducational purposes, or to fostor national
or international amateur sports compatition (but only if no
part of its activities involved the provigiocn of athletic
facilities or ecquipment), or for the prevention of cruelty to
children or animxls, no part of the uet csranings which inures
to the benecfit of any private shareholder or indivudual, no
subsrantiel part of the asctivities of which {3 carrying on
propaganda, or otherwise attempting, to influgnce legislation
(except as ctherwige provided in subscction (b)), and which
does not participate in, or intervene in (including the
publishing or distrituting of statemonts), any politiecal
campaign on behalf of any candfdate for public office.”

1.503(c)(3)~1 of the regulations providca.’ln part, ag followe:

“{a)(1)In order to be oxeapt an an organization describted in
section 501(c)(3), an orgnnization must be bdoth organized nnd

operated axclusively for one or more of the purposes specified
ia such section. 1f an organizaetion falls to meet meot either

the organizational test or the operational test, 1t is not
exampt.” ) .

"(a)(2)The term “eoxempt purpose or purposes,” ap used ia thia,
s¢ction. weana any purpese or purposes gpocifiesd In section

501(e}’ ', e¢ defined and «isbnrated in paragraph (d) of this

sectian

"{c)(2) Distribution of varnings. An organieation 18 not

opcrated exclusively for ome or more exaupt purposes if its not

earnings inure in whole or in part to. the benefit of private
shareholders or individuals.”

in Beneciecr Gimsberg, 46 T.C. 47 (1966) a nonprofit corporaticn was

formed to dredge a navigable waterwsy fronting the proparty of its

members. This watcrway was little used by the genersl public but its

navigabil{ty grestly affected the valuc-of member's propertivs. Also




evidence showed that the “contributions”™ come molely rom members and were
proportionable to the value of their property. Based on these facts, it

was held that the corporation was not charitab. , but was serviag private

purposcs.

in Better Businesa Burean of Wsshington D.C. Inc. v. United Stares, 226
U.8. 279 (1945) the Supreme Couzt held that a better business bureau wos
not exclusively educati{onal or charitablc. lte activities weze in part
almed at promoting the prosperity and standing of the businens community,
even though thoere was aleo benefit to the public. This consticuted
substantial private benafit that precluded exemption.

In Jobhs Marshall Lavw School ve U.S., 81-2 US.T.Co 9514 (et, cl. 19E1)

the court found that tha coumissfonsr mcted properly in revoking exemption
undet 501{c}(5) on the grounds of inurement to the controlling officers
and their fompilies. The ipourement included, but was not limited to,
payments to the fammilies as follows: autowobile, eaducation snd travel
expcnset, insursnce polictce, basketball and hockey tickete, interest-free
loans, home repsirs and personal houschold furnishings. o

Although, you have ottempted to show a benefir to the peneral public it is
not exclusive {n nature 8o 48 to preclude exemption. By renting your
facility from your incorporators snd officers. you are providing a privete
berefit. Bo then, 38 cited in Regulations 1.501(e)(3)~(b) and the Better
Lusincss Bureau of Weshington L.C. Inc., 8 501(c)(3) orgnoizetion must be
orgonized and operated exclusively for 50L1(c)(3) purposes.

Accordingly, it is held that you are not entitled to exemption from
FPaderal income tax under section 501(e)(3) of the Code, and you are
tequited to £3le¢ income tex returns on Form 1120,

1f you do not egree vwith theee conclusiong, you may, within 30 days frem
the date of thig letter, £ile {n duplicate a brief of the fscts, law, and
arguzent that nlearly sets forth your pusition. 1f you desive an oral
discursion of the igsue, please indicyis thie in ycur protest. The
enclosed Publication 897 gives imstrmctin::. ror filing a protest.

it you ¢o not file a protest with this offiec within 30 days of the date
of this report or letter, thle proposed detormination will become final.

1f you do not procest this proposed detormination in a timely manner, it
will be considered by the luternal Revenue Service as a fallure to exbaust
available adninistrative renedies. Section 7425(b)(2) of the Internal
Revenue Code provides in part that, "A declaratory judgment or decrae
under thie section shall not be issued in eny procceding unless the Tax
Ceurt, the Court of Claims, or the distrs -t court of the Unfited States for
the District of Columbipa detormines that the organieation involved haos
exhausted administretive remcdies avallable to it within the Internal
Revenue Sgrvice.”



u

If thie detetninution lettotr becomes a final deturutnucion. we will notify
the appropriate State Officinls, as required by section 6104(c) of the
Code, thet baeod on the.information ve have, we are unable, to recogoize
you as an organfzation of the type deacribad in'Code aectlen 501(c)(3).

1t you aprce witn thes. conclusions or de not v.nh to file a written
protent, please sign ant return Form 6013 1n the enclosad se]f-nddreaaed
¢nvelope 88 soon us possible.

1f you have any furtkor quescious, please contact the pereon whoae nams
and telephone numbsr ere shown at the beginning of this letter.

. S$incerely yours, |

]
District Director

Enclosuvrest 4“ N
Publication 892
form 6018




